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Shares Listed . . . ~~... +--+ + + + + QMil) 1,938 1,933 1,928 1,794 

Share Issues Listed . . . . . - ~. +++ + (No) 1,398 1,395 1,387 1,349 

Par Value of Bonds Listed . . . . . ~~. . + (Mil. $) 134,297 134,201 136,531 137,219 

Bond Issues Listed . . owe «© «2 « ia 902 900 900 922 

Total Stock and/or Bond Sanian ean eo ew « ee 1,221 1,218 1,216 1,198 

Market Value of Listed Shares . . . . . . - (Mil. $) 70,262 67,757 63,158 64,520 

Market Value of Listed Bonds . . . . . . . (Mil. $) 134,546 134,167 136,313 140,833 

; Market Value of All Listed Securities . . . . . (Mil. $) 204,808 201,924 199,471 205,353 

Bem | Flat Average Price—All Share Issues A . . . . ($) 46.89 45.65 43.84 49.24 
| Shares: Market Value -~ Shares Listed A . . . ($) 36.25 35.06 32.76 35.95 
{ Bonds: Market Value Par ValueA . ... . ($) 100.19 99.97 99.84 102.63 

; Stock Price Index (12/31/24 = 100) AB. . . . (%) 75.5 70.5 75.7 
Member Borrowings on U. S. Gov't Issues . . . (Mil. $) 95 68 74 81 

] Member Borrowings on Other Collateral . . . . (Mil. $) 215 204 217 196 

: | Per Cent of Market Value of Listed Shares . . . (%) 0.31 0.30 0.34 0.30 

i Member Borrowings—Total . . . .. . .. (Mil. $) 310 272 291 278 

N. Y. S. E. Members’ Branch Offices . . . . . (No.) 914 917 919 903 

Total Non-Member Correspondent Offices . . . (No.) 2,706 2,702 2,697 2,611 

Customers’ Net Debit Balances C . . . . . (Mil. $) 550 537 553 

Credit Extended on U. S. Gov't Obligations . . CMil. $) 62 57 62 


Customers’ Free Credit Balance C (Mil. $) 592 596 665 
















DATA FOR FULL MONTH 









Reported Share Volume . . .... - ~- + (Thou.) 34,613 22,993 16,801 20,620 
Ratio to Listed Shares . . .....- + + (%) 1.79 1.19 0.87 1.15 
Daily Average . . ~ « « « @ieow) 1,442 958 840 897 

Total Share Volume (incl. Odd on D « « « « (thew) 27,692 22.989 29,003R 

Money Value of Total Share Sales D . . . . . (Thou. $) 758,633 656,553 817,285R 

Reported Bond Volume (Par Value) . . -. - - (Thou. $) 114,479 85,367 69,745 81,601 
Ratio to Par Value of Listed Bonds . . . . . (%) .063 051 .060 
Daily Average . . ~ « « « « Chou. $) 4,770 3,557 3,487 3,548 

Total Bond Volume (Par Value) D ~ « « « « CThou. $) 89,511 79,154 89,024R 

Money Value of Total Bond Sales D . . . . . (Thou. $) 62,799 56,161 64,432R 

N. Y. S. E. Memberships Transferred . . . . . (No.) 4 4R 1 3 
Average Price . . ...-.- +--+ +s = () 50,000 48,667 59,000 65,000 

5/14/48 4/15/48 3/15/48 5/15/47 




























Shares in Short Interest D (Thou.) 1,287 1,154 1,314 




















A—Based on issues listed at the end of each month; such issues | C—Reported only by member firms which carry margin accounts. 

and/or their amounts vary from month to month. Excludes accounts carried for member firms which are 
‘ . members of national securities exchanges and for general 
partners of such firms. 











B—Adjusted for split-ups, split-downs and stock dividends but 
NOT for new listings or suspensions. D—Based on ledger dates. R—Revised. 
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of Non-Ferrous Metals 
Reveals Demand Crowding 
Current Supplies 


By George E. Eddins 


OPPER, lead and zinc are indispensa- 

ble metals in peace-time as well as in 

war. In fact, they are so closely related to 

the capital goods industries that they are 

regarded as sensitive indices. In these 

metals, prices, production and consump- 

tion are reflecting a great deal of confi- 

dence in the trend of business and also 

some of the fears latent in the interna- 
tional political situation. 

With special reference to copper, the 
president of the Phelps Dodge Corpora- 
tion stated recently that the need for pro- 
duction of copper to meet shortages both 
at home and abroad, barring serious inter- 
national developments, indicates that the 
year 1948 should be a successful one. The 
president of Kennecott Copper Corpora- 
tion told stockholders at the annual meet- 
ing that an increase in production and a 
good market for the output were prospects 
for 1948. These summaries of the posi- 
tion of copper are generally applicable to 
other companies. 

Production of copper in the United 
States, thus far this year, is continuing at 
the record peace-time level of 1947, when 
production amounted to 976,337 tons. 
Consumption in this country last year 
comprised 1,383,666 tons, indicating a 
deficit in our requirements of 407,329 
tons. The pre-war role of this country as 


Analysis. 






EWING GALLOWAY 


Copper smelting works at El Paso, Tex. 


a net exporter appears to have been 
changed as a result of the greatly ex- 
panded markets for copper and prospects 
of continuing active demand in 1948. 
Superimposed on the active domestic 


requirements is the stockpiling program 
which was formulated during the war 


when some observers felt that copper in 
post-war years would be a drug on the 
market. Although this program has been 
in effect for a considerable period, the 
Government has on hand only negligible 
quantities of copper, lead and zinc. Gov- 
ernment buying is expected to be a sup- 
porting influence in the event that there 
should be some moderation in domestic 
demand. The whole problem is closely 
related to the general level of commodity 
prices which is now becoming adjusted, 
as after World War I, to a new level of 
prices. It is too early now to determine 
what this new level of prices may be. 
However, it is interesting to observe that 
the current price of copper at 21.20 cents 
refinery, although 53.68 per cent above 
the average price in 1926, has not ad- 
vanced as much as the Bureau of Labor 
Index of all which 
stands at 63 per cent above the 1926 level. 

The table shows the average prices of 
copper, lead and zinc in 1926, prices as 
of May 5, 1948, and the present increases 


commodities, now 





for each one of these metals in compari- 
son with the Bureau of Labor Index: 


Bur. of 
Labor 
Copper Lead Zine Index 
1926 (Av. 
Price) 13.795 8.417 7.337 100 
1948 (May 5th 
Price) 21.20 17.50 12.00 163 
% Incr. 
since 1926 53.68 107.91 63.55 63 


The long-term trend in the consumption 
of copper in this country continues up- 
ward. Government estimates, based on the 
assumption of 15 per cent unemployment, 
indicate a prospective demand of about 
2,000,000 tons annually by 1952. While 
the United States is by no means a “have 
not” country with respect to supplies of 
copper, a considerable amount of new de- 
velopment will have to be done in order 
to enable producers to keep pace with 
consumption requirements. 


Estimate of New Discoveries 

Ira B. Joralemon, consulting geologist, 
has estimated that discoveries of new cop- 
per deposits in North America in recent 
years have replaced the greater part of the 
10,000,000 tons of copper produced from 
North American mines from 1937 to 1946 
inclusive. Much of the new ore discov- 
ered is low grade, consequently if supplies 
of copper are to be adequate, price will 


l 





be the great arbiter. Many observers are 
of the opinion that with the new level of 
the consumption, prices for copper will be 
substantially higher than the average of 
12%, cents in 1921 following World 
War I. 

The current price of lead at 171 cents 
per pound is the highest on record. It 
compares with an average of 14.673 in 
1947 and 8.417 in 1926. Up until the 
recent advance of 2.3 cents, the rise in 
lead was not seriously out of proportion 
to other commodities. Although the cur- 
rent price is at record levels, it is likely 
to continue high until supplies of lead in- 
crease in relation to demand. 


Extent of Demand 


Last year domestic consumption was in 
the neighborhood of 1,150,000 tons while 
production from domestic ore was but 
little more than 400,000 tons, with an 
additional 475,000 tons derived from 
scrap. The deficiency had to be made up 
by imports of refined lead, production 
from imported ores or withdrawals from 
inventory. Not only was there a lead 
famine in the United States but every- 
where, in all parts of the world, demand 
appeared to be in excess of supply. For- 
eign consumers, therefore, were compet- 
ing with buyers in this country to such an 
extent that the only alternative was to 
raise the price sufficiently to attract an 
inflow of the metal. In an effort to supply 
domestic requirements, most of the ac- 
cumulation in the Government stockpile is 
believed to have been exhausted. 

With lead, as with copper and zinc, the 
problem of building up an adequate re- 
serve will likely continue to be present 
until such time as production on a world 
basis is stimulated to meet increased de- 
mands. It is estimated that storage bat- 
teries alone required 365,000 tons of lead 
in 1947 as compared with 260,000 tons in 
1946. Requirements for cable covering, 
the second largest single outlet, were 
around 155,000 tons against 111,000 tons 
in 1946. In nearly all other fields of con- 
sumption demand showed a substantial 
increase over 1946. Present indications 
are that this extraordinary consumption 
is continuing in 1948. 

With relatively short supplies and high 
prices, it would seem that the markets for 
lead would have been restricted. How- 
ever, it does not appear that scarcity and 
high prices stimulated substitutes except 
in the case of foil where aluminum has 
been found to be reasonably satisfactory. 
The fact is that new discoveries and new 
production have not kept pace with the 
demand in the current industrial boom, al- 


2 


though new discoveries have been made 


in Africa and in parts of the United. 


States. New findings, coupled with mod- 
eration in world demand, should eventu- 
ally result in a better balance between 
supply and demand with a logical se- 
quence of some moderation in prices. 

Deficiency in lead supplies may be ac- 
counted for in part by restrictions im- 
posed during the war which discouraged 
producers from expanding production and 
seeking new ore bodies. Also, the intense 
demand for war purposes and the scarcity 
of labor stimulated production from ex- 
isting developed reserves at the expense. 
almost everywhere, of new exploration. 
Now. with a free market and moderate 
improvement in the supply of labor, the 
price is calculated not only to stimulate 
production but also new exploration. The 
cost of finding lead ore as rapidly as it is 
consumed will be greater in the future 
than it has been in the past. This may be 
accounted for by well-known fundamental 
economic changes and by the fact that 
most of the obvious deposits, as revealed 
by outcroppings, have been explored and 
developed. Future exploration will in- 
volve search in hitherto unexplored areas, 
aided by the remarkable progress in the 
science of geophysical exploration. 

Prospects indicate that we will require 
imports in 1948 approximately equal to 
those of 1947. Even with those supplies, 
assuming a continuation of industrial ac- 
tivity at high levels, the American con- 
sumer will continue to pay premium 
prices. 


Useful and Not Expensive 


Zinc is one of the most useful and least 
expensive of the basic non-ferrous metals. 
As a result of the extraordinary demand 
for brass shells during the war, nearly 
half of the output was used for making 
brass. Since the termination of hostilities, 
requirements for the galvanizing trade 
have resumed a dominant position and 
requirements for die casting have reached 
unprecedented levels. The distribution of 
consumption in 1947, according to the 
Bureau of Mines was as follows: 

(In tons of 2,000 pounds) 
Galvanizing ........ 359,58: 


Brass making ....... 108,591 
Rolled zinc ......... 71,151 
Die castings ........ 211,08: 


30,267 
780,675 


Other purposes ...... 


Totals ...... 


Production of slab zine in the United 
States, including production from foreign 
ores, according to the American Zinc 
Institute amounted to 848,027 tons in 


1947. This compares with a peak war- 
time production in 1943 of 971,873 tons. 

Leading authorities anticipate that pro- 
duction in 1948 will equal approximately 
the output in the previous year. This will 
be facilitated by the increase in price 
which should stimulate domestic produc- 
tion and attract foreign ore in sufficient 
quantities to enable this country to supply 
the domestic demand and provide 110,000 
tons for export. 

The big question is the extent to which 
the Government will enter the market as a 
purchaser for stockpiling purposes. This 
is the great unknown quantity, not only 
in zine but also in copper and lead. It is 
presumed that stockpiling will not be un- 
dertaken in competition with an extraordi- 
nary domestic demand for these metals. 
However, the timing of Government pur- 
chases may be determined not by price 
but by the exigencies of the international 
political situation. 

Stocks of slab zinc at smelters in this 
country totaled 45.229 tons on March 31, 
1948, the lowest in seven years. From 
August 1, 1947 through the first quarter 
of the current year, the United States has 
withdrawn 159,000 tons of slab zinc. It is 
believed that this metal has found its way 
into the permanent stockpile. Some au- 
thorities have estimated that the objective 
for the stockpile may be 800,000 to 1,000,- 
000 tons which, according to estimates, 
would be adequate to take care of the 
deficit of domestic requirements as com- 
pared with domestic production for sev- 
eral years. Even with this amount in re- 
serve it would be inadequate to take care 
of anything more than domestic require- 
ments in a national emergency. 

It is difficult to retain a true perspective 
under conditions of heavy demand which 
appear to be in prospect for some months 
ahead. In all probability a change in 
public psychology, accompanied by a con- 
traction in demand and some moderation 
in prices, would require a reappraisal of 
the whole program of stockpiling of zinc 
and other metals. However, as it appears 
today, the over-all picture as reflected in 
the current relationships between supply 
and demand indicates for the immediate 
future a continuation of close balance 
statistically. 

In 1947 the average price of zinc was 
1014 cents per pound. This compared 
with an average price of 13.05 in 1915 
and 12.63 cents in 1916. The current 
price, therefore, of 12 cents per pound is 
historically high. This is true of a great 
many other commodities as is reflected in 
the Bureau of Labor Index of Prices of 


(Continued on page 12) 
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O' 389 corporations with common 
stocks listed on the New York Stock 
Exchange, no fewer than 95 per cent 
earned a profit in the first 1948 quarter 
and 60 per cent showed improvement over 
the same quarter of 1947. This array, 
grouped in the table, were the companies 
whose statements appeared in time for 
inclusion in this record. 

The momentum of last year, therefore, 
carried on through a hard winter and 
into the spring. Reference to the group 
statistics will reveal areas where the coal 
strike hampered many concerns, notably 
the railroads; but, by and large, the story 
told by production and distribution was 
impressive. The industrial strikes which 
had restricted operations during the open- 
ing quarter of 1946 were far less onerous 
during the corresponding 1947 period, so 
the comparison of this year with last year 
for the quarter was on a normal basis. 

With discrepancies thus ironed out, 
such net income gains as 110 per cent 
for petroleum companies, 47.4 per cent 
for electrical equipment units, 46.8 per 
cent for business and office equipment cor- 
porations and 32.2 per cent for motor 
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Modern type of lumber carrier 


car and parts makers revealed the strength 
of demand and the facility with which 
producers met it, with something left 
over after paying high costs. The auto- 
motive percentage would have been higher 
had General Motors’ results been included, 
the report becoming public too late to 


First Quarter Earnings 
Continue Tale of 
Last Year’s Progress 


get into THE EXCHANGE’s statistical table. 

In the April issue of the magazine, the 
net income in all of 1947 of 485 listed 
industrial companies was presented, show- 
ing a rise of 41.5 per cent over 1946, 
The tabulation carried through so as to 
include 893 companies of all classes re- 
duced this showing to a rise of 35.6 per 
cent. The addition of 26 automotive com- 


swine GALLOWAY 
panies resulted in lifting the 197.4 per 
cent, reported in last month’s issue, to a 
gain of 209.2 per cent . . . the record 
being distorted by the strikes which slowed 
down production in early 1946, But re- 
cessions in case of other groups, where 
the complete figures were tabulated, 
nibbled at the earlier-reported composite 
percentage. 
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NET INCOME OF 389 COMPANIES HAVING COMMON STOCK 
LISTED ON THE NEW YORK STOCK EXCHANGE 


First Three Months of 1948—By Industrial Groups 


Number 

Showing Per Cent 
Number Improvement hange in 

Number Showing (ist 3 Mos. Estimated Group Net Income 

Reporting Net Profit: 1948 vs. Group (ist 3 Mos. 1948 

Industry A. a ” ioe tan st’ Mos 1948 _ isan 

PE sks ee 5 5 4 $4,889,000 + 3.2% 

Autometwe . 3... .<««»i 8 29 22 39,270,000 + 32.2 
i 14 13 1l 18,424,000 + 15.2 
Business & Office Equipment. . 3 3 3 12,747,000 + 46.8 
Chemical ee ee eae 33 32 16 100,463,000 + 2.6 
Electrical Equipment . .. . 9 9 8 46,015,000 + 47.4 
SMEs Se RS SE 15 15 ll 8,926,000 + 41.2 
a ae 25 23 16 43,743.000 — 18.8 
Machinery & Metals ... . 45 44 23 35,252,000 + 6.6 
MED ahr Sv Gs vas 4) tars 15 15 9 10,026,000 + 7.0 
Paper & Publishing . . . . . 16 16 7 17,480,000 — 2.1 
i a 25 25 25 239,363,000 +110.0 
MI... 2) cs ah eae Sh 41 34 20 71,654,000 — 17.7 
Retail Merchandising . . . . 17 15 10 8,357,000 + 8.1 
Ship Operating ...... 3 3 2 3,709,000 — 15.3 
Steel, Iron & Coke ..... 29 29 1l 110,549,000 — 49 
J a 18 18 15 30,895,000 + 33.3 
Transportation Services . . . 3 3 1 379,000 — 26.4 
RS ke xt a i ww el 24 23 ll 121,021,000 — 1.0 
Other Companies ..... 19 16 9 11,935,000 + 17.8 

RE £4 sc iictccxse. & 370 234 $935,097,000 + 17.8% 





RELATIVELY new financial devel- 
opment, concerning the use of sub- 
scription “rights” when a corporation 
offers additional stock to its stockholders, 
has added a chapter to existing informa- 
tion about investment processes. In order 
to approach a rather technical subject 
with which this discussion deals, it would 
seem practical to sketch a realistic back- 
ground. 

Assume that the XY Corporation finds 
plant expansion necessary to conduct the 
increasing business offered to it and needs 
more capital for the purpose than it has in 
hand. A decision is made to sell a round 
number of shares of its authorized stock, 
an offering to be made first to the stock- 
holders. 

To be successful, such an offering ordi- 
narily must be made at a price below the 
current market price for outstanding 
shares. Not only will a price concession be 
an attraction to stockholders; the lower 
price will also compensate for the fact 
that the new capital usually does not im- 
mediately produce earnings and divi- 
dends. Stockholders are given the oppor- 
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tunity to buy the new shares in advance 
of any offering to the general public at a 
price not greater than that at which the 
stock not taken by the shareholders is to 
be offered to others. 

The privilege of buying in advance of a 
public offering customarily is referred to 
as a “right.” Each share of existing stock 
is accorded one “right”’—an option to 
purchase the new shares at a ratio, set in 
this theoretical case, by the XY Corpora- 





tion. For example, in an offering of one 
share for three, the “right” represents an 
option to buy one-third of a share of new 
stock. 

The stockholders would receive war- 
rants, these representing one right for 
each share of stock owned. A period usu- 
ally of 10 days to three weeks is allowed 
for stockholders to make up their minds 
whether or not to invest additional money 








EXHIBIT OF “STANDBY” OPERATIONS BY USE OF RIGHTS 
DURING STOCK SUBSCRIPTION PERIODS 


No. of Shares 


Issue Offered Stockholders * Rights Period 
American Brake Shoe Pfd. 199,101 192,094-96.5% 6.817- 3.4% 
American Cyanamid Pfd. 391,076 369,305-94.4.% 13,585- 3.6% 
Armstrong Cork Pfd. . . . 88,179 4,756- 5.4% 43,933-49.8% 
Gulf Oil Com. . . 2,269,050 1,045.885-46.1%  1,213,699-53.4% 
Hooker Elec. Chem. Com. 134,034 94.659-70.1% 38,113-28.3% 
Indianapolis Power & Lt.Com. 214,451 76,367-35.5% 111,890-52.4% 
Pitney-Bowes Pfd. 45,736 16,965-37.1% 21,672-47.3% 
Provid-Wash. Ins. Com. 100,000 82,380-82.4% 11,854-11.9% 
Standard Oil of Ohio Com. 584,117 555,462-95.0% 20,722- 3.5% 
United Airlines Pfd. 94,773 76,854-81.2% 12,150-12.8% 


* Excludes shares subscribed by underwriters. 


No. of Shares 
Distributed by 


Underwriters in 


No. of Shares 
Subscribed by 















Underwriters EMPLOY NEWyI 
TO REDUCE RISK IN STANDB 
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in the corporation. Open market dealings cap 
in the rights on a “when issued” basis gen- aon 
erally occur, continuing until the specified vedio 
day when the stock shall sell “ex rights.” a 

the 


During this period and for a prescribed 
number of days after the “ex rights” date, 
stockholders who do not choose to employ 
rights in order to buy the newly offered 
shares may sell them to others who want to } 
acquire stock. 

The XY Corporation, in order to be 


sure of getting the capital it has decided 
upon, arranges with an underwriting) 
group to purchase the unabsorbed stock 
after the rights to subscribe have expired 
and offer it to the public. Sometimes 
nearly all of the new stock is taken by) 
stockholders: on other occasions, consid- 
erable stock is unsubscribed and remains 
to be distributed. Let it be assumed 
that of the 150,000 XY Corporation shares 
offered, 20,000 remained unsubscribeds 
This block of 20,000 shares would them 
be offered publicly by the underwriters. 
Now, the chief ingredients of a success 
ful offering are (1) pricing the stock so 
as to attract buyers and (2) a favorable 


infloy 


arran 
market. The corporation marketing its to m: 
stock can control the first element, but the he as 


second is a matter of judgment in advance An 


and always subject to uncertainties. It is over 
possible to provide insurance against un- the of 
favorable market events by making the tion « 
subscription price so favorable that no under 
conceivable fall of the market price would capite 
make the rights valueless. But the cost of immo 
ultra-conservatism is often proved to be riod, 
excessive; if market conditions turn out to the su 
be decidedly favorable, the sale proceeds case | 
to the corporation are diminished. delay, 

Usually, the corporation figures its new come 
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)PERATION 


capital needs closely. The use of every 
new dollar of net receipts from the stock 
is often allocated to plant construction, or 
improvements, or working capital before 
the dollars come in. Contracts are fre- 
quently entered into in expectation of the 








as a result losses would then ensue. 

Long study by investment men pointed 
toward the weak point in the prevailing 
system, but not until about a year ago 
were practical experiments made to cor- 
rect it. I may refer to statistics which led 
the way to a modernized method for un- 
derwriting action during the protracted 
“standby” interval. Analysis of 65 of- 
ferings of common stock to stockholders 
by corporations listed on the New York 
Stock Exchange, during five years ended 
with February, 1948, revealed too small 
a margin of protection to underwriters 
against market uncertainties. 

To brief these findings, noting, first, 
that most of the offerings were successful 
because more than 90 per cent of the 
shares offered were subscribed: 

In 43 per cent of the cases, a 10 per 
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inflow of capital from the sale. Hence, the 
arrangement with an underwriting group 
to make sure that unsubscribed stock shall 
be exchanged for cash. 

An underwriting commitment extends 
over the entire period from the date of 
the offering to stockholders to the expira- 
tion date. Under the system followed by 
underwriters for a great many years, their 
capital and distributing organization were 
immobilized during the “standby” pe- 
tiod, while they waited for the result of 
the subscription offer. In consequence, in 
case the price should recede during the 
delay, the underwritten shares would 
come upon an unfavorable market and 



































/ 


cent decline in the stock market could 
have resulted in disastrous failure of the 
offering then under way. In more than 
60 per cent of the sampled undertakings 
the margin of safety was less than 15 per 
cent. An unforeseen market reaction of 10 
per cent in relatively quick time is far 
from unusual in market history, often to 
be followed by a slow recovery. True. 
subscription rights’ procedure for rais- 
ing capital usually occur during a period 
of rising stock prices. Often, the record 
reveals that expectation of an active de- 
mand during the sales period proves to 
be well founded, but a single unsuccessful 
“standby” operation can involve such 


large losses as to wipe out the under- 
writers’ gross profit on all of their under- 
writing activities for the year. The capital 
risk involved under the older system justi- 
fied a brand-new departure in this field of 
financing. 

The altered method, proved effective in 
a number of “standby” transactions since 
it was first devised, provides for the pur- 
chase of rights by the underwriting group 
during the period of the offering to stock- 
holders, the exercise of these rights, i.e., 
by taking up new stock, and the sale of 
such stock publicly at a price in line with 
the prevailing market price. 

Constructive, three-fold results come 
from this procedure; the underwriting 
risk is steadily reduced during the sub- 
scription period; stockholders who decide 
to sell their rights have a better market 
in which to sell, because of the under- 
writing group’s purchases; the possibility 
of a large block of stock, left over after 
subscriptions are completed, coming 
heavily upon the market with unfavor- 
able price reactions, is largely reduced. 

Examination of percentages (in the 
table) of total offerings marketed by un- 
derwriters during the “rights period” 
shows in numerous instances that the new 
method acted as a safety valve, greatly 
lightening the burden which the older 
process might have involved. Thus, in the 
Gulf Oil and Hooker Electrochemical 
transactions nearly all the underwritten 
stock was disposed of by early purchase 
of rights, with nearly as striking a demon- 
‘stration of the method’s employment in 
Indianapolis Power & Light and Pitney- 
Bowes preferred. In the Pitney-Bowes 


case, the results of the underwriting to 
the company, the stockholders and the 
underwriters would have been vastly dif- 
ferent had the new method of handling 
subscription offerings not been employed. 
The net result of this new system to date 
has been a reduction of underwriting 
costs to the company, thus benefiting its 
common stockholders and a reduction of 
risk to the underwriter. 

In other instances not cited here, re- 
sults were approximately as good. The 
new process for spreading risks was ef- 
fected through discussions with the Se- 
curities and Exchange Commission and 
the Investment Bankers Association. 
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By L. O. HOOPER 


O ACCURATE census ever has been 

taken, but the various experts who 
have studied the matter are agreed that 
between 15 million and 16 million Ameri- 
cans own stocks—approximately one per- 
son out of nine, and about one family 
out of three. 

Stockholders are not organized into a 
pressure group but numerically they are as 
representative as the labor unions, which 
are estimated to have a total of about 16 
million members. There are about three 
times as many stockholders as farm pro- 
prietors. More people own stocks than 
voted for President in 1944 in the four 
great states of California, Illinois, New 
York and Massachusetts. As many people 
own common stocks now as ever voted for 
President in any election prior to 1916. 

It is challenging to observe that the 
number of stockholders in the United 
States is approximately equal to the com- 
bined population of 20 states, namely 
Maine, New Hampshire, Vermont, Rhode 
Island, Connecticut, Delaware, Nebraska, 
Kansas, Montana, Idaho, Colorado, Utah, 
Nevada, New Mexico, Arizona, Wyoming, 
North Dakota, South Dakota, Oregon and 
Washington. 


Number of Stockholders Growing 


The number of people owning stocks 
increased rapidly in the 1920s and early 
1930s. Since then the growth has been 
much more gradual. Last year 150 of the 
larger corporations increased their share- 
holders’ lists by approximately 214 per 
cent, from 8,106,755 to 8,313,615. 

Of the 150 companies just mentioned, 
94 increased the number of holders of 
record, while 53 actually lost stockholders 
and 3 experienced little change. 

When the statistician estimates that 
there are 15 million or 16 million stock- 
holders in the United States, he should 
not neglect to tell you that many of the 
stockholders comparatively little 
stock. Almost every big stockholders’ list 
is made up of the few holders who own 
most of the shares, and the many who 


own 
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have a comparatively small aggregate 
ownership. The figures for all companies 
are not available but the following tabu- 
lation shows the trend: 


Per Cent 
of Stock Per Cent 
Held By of Holders 
Owners of wning 
100 Shares 100 Shares 
Or More Or More 
American Brake Shoe.. 74% 15% 


American Cyanamid .. 74 15 


Amer. Home Products. 92 46 
Anaconda Copper ..... 73 18 
eet POOR oon scices — 75 
Borg-Warner ......... 8: 32 
Brooklyn Union Gas... 63 12 
Commercial Solvents .. 8 26 
Consol. Natural Gas... 76 5 
Corning Glass Works.. 97 40 
Douglas Aircraft ...... 73 17 
Lambert Ce. .....00s. 7 — 
New York Central .... 84 25 
Niagara Hudson Power — 17 
PONG kcieswnvainns 65 14 
Radio Corp. of America 80 21 
Sinetaie OF... esess — 33 
Sperry Corp. ......... -- 7 
Stewart-Warner ....... 67 ll 
Texas Company ....... 8 25 


Texas Gulf Sulphur.... 8: 23 
United Gas Improvement 64 5 


Based on a sampling of many lists, it 
is a fair generalization to say that most 
corporations have more women than men 
stockholders. Everyone who handles in- 
vestments is impressed by the fact’ that 
the women of America constitute the 
“ e ” 

propertied class. 


oe 
eer 


Outside of Wall Street it is assumed 
that stocks change ownership frequently. 

The financial community knows better. 
Most people buy stocks “for keeps.” This 
is indicated by the fact that in 1947 the 
reported trading on the New York Stock 
Exchange was only 13.4 per cent of the 
number of shares listed for trading. h 
other words, last year 86.6 per cent of 
all of the shares listed on the New York 
Stock Exchange did not change owner 
ships. In a more normal year the “dis 
turbance” no doubt would be greater; 
but, even in an active market, it is doubt 
ful whether more than one-third of the 
stockholders of record are changed in 
any single year. 


Indirect Ownership Large 


None of the figures cited in this ar 
ticle makes any attempt to account fo 
the indirect ownership of shares through 
brokerage houses, trustees, nominees, it- 
surance companies and investment trust. 
The holdings of investment trusts and 
trustees have become increasingly im 
portant in recent years. 

Texas Company has 57 stockholder-ot 
record accounts, made up principally od 
large brokerage houses and nomines 
Each of the 57 holdings is in excess 0! 
20,000 shares, and together they aggre 
gate 20 per cent of the total amount d 
stock outstanding, yet representing onl 
6/100ths of 1 per cent of the total numbe 
of stockholders. Obviously, Texas Com 
pany is owned by thousands more stock 
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holders than is indicated by the “count” 
of 100,114 stockholders of record. 

It is not appreciated by most people 
that colleges and eleemosynary institu- 
tions are among the most important own- 
ers of American corporations. Probably 
the most important single stockholders 
of American corporations are Harvard 
University and half a dozen large invest- 
ing companies. 

Accompanying this article is a tabula- 
tion showing the group of companies 
which have exceedingly large stockhold- 
ers’ lists. It is interesting to observe that 
practically all of these corporations have 
more stockholders than employes. 

American Telephone & Telegraph has 
a stockholders’ list approximately as large 
as the population of Boston, or Pitts- 
burgh, or Washington, D. C. General Mo- 
tors has a list approximately as large as 
Cincinnati or Newark, N. J. Radio Cor- 
poration’s list compares with the popula- 
tion of Dayton, Ohio; Standard Oil of 
New Jersey with Hartford, Conn.; Ana- 
conda has about four times as many 
stockholders as the population of Butte. 
where the company’s main properties are 
located. General Electric has as many 
stockholders as there are people living 
in Providence, R. I. 


Efforts to Organize Stockholders 


There have been numerous attempts to 
organize the stockholders of America into 
pressure groups to fight for such things 
as the abolition of double taxation on 


dividends, a more reasonable capital gains 
tax and a more liberal government atti- 
tude toward corporation profits. Thus far 
these efforts have met with limited suc- 


cess. 


One reason is that the vast majority of 
stockholders of record are stockholders 
“by avocation” rather than stockholders 


“by vocation.” 


Dividends from common stocks, even 


COMPANIES WITH BETWEEN 75,000 
AND 100,000 STOCKHOLDERS 


1947 1946 

American Tobacco 84.539 73.675 
Bethlehem Steel . 81.836 80.339 

| Chesapeake & Ohio . 94.403 88,187 
| Consol. Natural Gas 81,750 87,930 
Curtiss-Wright 93.783 97.826 

' Chase National Bank 91.682 90.854 
: Canadian Pacific 91,585 91,523 
du Pont 91,201 87.619 
International Nickel 90.664 89,199 
Kennecott Copper 90,172 89,629 

i Pennroad 88.940 92,917 
| Sears, Roebuck & Co. 92,021 87,820 
Standard Oil of Calif. . 90,850 89,313 
Standard Oil of Ind. 97,495 97,237 
Standard Brands 81,786 80,637 
Union Carbide & Carbon . 75,933 75,490 
79,906 76,117 


1 F. W. Woolworth. 


A. DEVANEY 
in the case of many large investors, con- 
stitute less than the major source of in- 
come. Then, too, unlike his pre-war Brit- 
ish counterpart, the American stockholder 
always has almost as much interest in 
capital enhancement as in dividends. The 
telephone company executive is more in- 
terested in his salary than in his divi- 
dends from American Telephone & Tele- 
graph stock, and to the General Motors 
factory worker the rate of wages is more 
vital than the dividend payments on his 
10 or 25 shares of stock. 


Need Stockholders “By Vocation” 
If efforts to organize stockholders are 
to succeed, they will have to be financed 
by larger holders and derive most of their 
“steam” from stockholders “by vocation” 
than from stockholders “by avocation.” 
There can be no doubt, of course, but 
that the stockholder for the past 15 years 
(Continued on page 12) 


COMPANIES WITH MORE THAN 
100,000 STOCKHOLDERS 


1947 1946 
American Tel. & Tel. 723,374 696,060 
Anaconda Copper Mining . 123,827 122.649 
Bank of America, N. A. 151,699 155,154 
Cities Service Co. 278,136 298.649 
Commonwealth Edison . 116,600 116,000 
Consolidated Edison 156,842 155,197 
General Electric 249,440 248,424 
General Motors 436,510 430,384 
Pacific Gas & Electric . 141,293 138,919 
Packard Motor Car . 118,625 117,525 
Pennsylvania Railroad . ‘213,581 218,943 
Pub. Serv. Corp. of N. J. . 122,802 127,408 
Radio Corp. of America 213,249 218,228 
Standard Oil of N. J. 167,000 164,000 
Sinclair Oil 100,911 99,975 
Texas Co. 100.114 92,865 
Transamerica 145,404 149,444 
U. S. Steel 228,467 228,470 
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Dutch Securities Under 


Impact of Inflation, , 


Low Money 
Rates 
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Following is a communication received by 
THE EXCHANGE commenting on the arti- 
cle, “A View of Stock Yields in Western 
Europe,” which appeared in the April 
issue of the magazine. 


HE undersigned, being a Dutchman, 

read your article on stock yields in 
western Europe in the April issue with 
much interest. However, as far as the 
Dutch stocks are concerned it seems to 
me that a selection of only four stocks out 
of many is unlikely to produce a repre- 
sentative yield ratio. As a matter of fact 
the four stocks used to compute the aver- 
age yield were somewhat unfortunate 
choices to begin with. Consider, if you 
will, the following list of 15 representa- 
tive, actively-traded stocks; you will see 
that they produce an average yield of 
2.78 per cent on the basis of 1947 divi- 
dends and 1947 year-end prices, which, 
in the extremely narrow range of yields as 
it exists in Holland today, is considerably 
higher than your 2.4 per cent. 
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Amsterdam 
Stock Exchange 


In addition to the reasons set forth in 
your article, there are others which merit 
consideration. 

In large part the low yields on common 
stocks are due to the systematic lowering 
of interest rates, which per- 
haps has been even more 


A comparison of the present total mar 
ket value of all stocks listed on the Am 
sterdam Stock Exchange with total ms 


ket value before the war should accom 
pany the “high-prices-low-yields” picture,’ 


On May 1, 1940, this total market value 
was 2,744,000,000 guilders; by February 
27, 1948, it had risen to 7,000,000,000 
guilders or 260 per cent of 1940. 

It is interesting to observe that Ameri- 
can stocks, traded in London at premiums 
of as much as 10 per cent as compared 
with the New York prices, still produce a 
higher yield than European stocks. 

When and how the low yield situation 
will change is difficult to say. The rate at 
which corporations in Holland are earn. 
ing would definitely seem to justify in- 
creased dividends. On the other hand 
there is a great need of working capital 
for expansion. And then there is always 
the dividend-stop, by which the Dutch 
Government limits cash dividends to 9 per 
cent. To a certain extent this can be cir- 
cumvented by stock splits and stock divi- 
dends, but those practices cannot go on 
indefinitely. 

Perhaps the most interesting result of 
the high common stock prices is the fact 
that most common stocks in Holland now 
yield less than Government obligations. 
A simple example of the latter would be 
the 3 per cent Dutch Government bonds 
selling around 9814. 

Comparing the prices, as indicated by 
discount percentages, at which Dutch “In- 
ternationals” and Governments sell in 
New York, one might make the observa. 
tion that the “Internationals,” to a cer- 
tain extent, seem to be losing their inter- 
national character, as is evidenced by a 
narrowing of the spread between the re 


spective discounts. Sax C Reel 





prevalent in Western Europe 
than in this country. Also it 
is believed that most indus- 
trial enterprises will have 
large backlogs of profitable 
orders on their books even if 
and when a recession cuts 
corporate earnings in other 
countries. This would, of 
course, be somewhat offset 
by a proportionate reduction 
of exports from Holland. An 
interesting phenomenon in 
this connection is that de- 
pression fears in Holland 
seem to be reflected almost 
exclusively in shipbuilding 
and ship line stocks. 


Norit 





Buhrmann ....... . 150 
Dikkers i «ee « & 
Hiemekems . 2. . 2 ss s « SH 
beeegereia «wn cs we ss ee OM 
Lever Bros.— Unilever . . . 281 
Meelfabriek Neder]. Bakkerij . 265 
Phillips eS Pub: ae ee 
Vollenhoven ...... . 162 
Werkspoor 5 tes i a Bad 
OS ee 
Wilton Feyenoord . . .. . 215 
Revel Datth 2. ss ss > s BI 
Holland America Line. . . . 214 
a eee 


Average Yield 


YIELDS OF REPRESENTATIVE 
DUTCH EQUITIES 
Price Div. 


355 6% 


Yield 
1.69% 
3.32 
3.00 
1.71 
3.45 
3.20 
2.26 
2.96 
3.70 
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2.59 
2.79 
3.14 
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Yield 
1.69% 
3.32 
3.00 
1.71 
3.45 
3.20 
2.26 
2.96 
3.10 
3.35 
2.59 
2.79 
3.14 
2.33 
2.23 
2.18% 








































Kern County Land 
Company 
2,000,000 Shares 
Capital Stock, Par $5 


Ticker Symbol: KCY 











URING the 1870s and 1880s two Cal- 
D ifornia mining men, J. B. Haggin 
and Lloyd Tevis, bought extensive ranch 
lands in Kern County, at the southern end 
of the San Joaquin Valley in central Cali- 
fornia. Most of the lands were in the delta 
region of the Kern River, the southern- 


| most of the several streams rising in the 


snow pack region of the high Sierra Ne- 
vada and flowing out upon the rich agri- 
cultural lands of the Sacramento and San 
Joaquin Valleys. In conjunction with their 
land purchases the land buyers also ac- 
quired water rights on the Kern River. 
With these California properties, and with 
cattle ranches they acquired in Arizona, 
New Mexico and Oregon, a great cattle 
enterprise was established. 


Origin of Corporate Set-Up 


In 1890 the firm incorporated its ranch 
properties. The California lands were 
conveyed to Kern County Land Company, 
a newly formed California corporation, 
in return for all of its capital stock. The 
California water rights and the Arizona, 
New Mexico and Oregon lands were 
turned over to four other California cor- 
porations which have since become 


| wholly-owned subsidiaries of Kern County 


Land Company. 

The stock of the parent corporation 
was retained by the founders and their 
descendants for more than 40 years. It 
was not until 1933 that the first block of 
this stock was sold by one member of 
one of the families to an underwriting 
syndicate for public distribution. Since 
that time more of the company’s stock has 





come into the hands of the public, until 
at the present time substantially less than 
half of the outstanding shares remain 
in the ownership or estates of the families 
of the original founders. In the mean- 
time the capital stock of the company, 
which originally consisted of 100,000 
shares of the par value of $100 each, 
has been divided into 2,000,000 shares of 
the par value of $5 each. These shares 
are now held by approximately 9,500 dif- 
ferent shareholders residing in almost all 
of the states as well as in several terri- 
tories and foreign countries. 

From 1890 to 1936 the business of the 
company and its subsidiaries was pri- 
marily the breeding, raising and mar- 
keting of beef cattle. The breeding herds 
on the Arizona, New Mexico and Oregon 
ranches supplied calves which were 
shipped to the Kern County ranches for 
fattening and marketing. The business 
grew to become, and it still is, one of the 
largest cattle ranching operations in the 
United States. 


Discovery of Oil Deposits 


In 1936 a radical change occurred in 
the company’s operations with the dis- 
covery of a large oil deposit underneath 
land in the Kern River delta. This field, 
which has become known as the ‘Ten Sec- 
tion Field, was discovered and is op- 
erated by Shell Oil Company as lessee. It 
was followed by several other major dis- 
coveries on company lands during the 
period from 1936 to 1940. These dis- 
coveries and the subsequent developments 
of these oil fields relegated the cattle busi- 
ness to a secondary position. 

The oil discoveries had a marked effect 
upon net earnings. Between 1935 and 
1947 the annual net income from all 
sources and before taxes reported by the 
company and subsidiaries increased from 
$295,226, or approximately 15 cents a 
share of the present capital stock, to 
$13,357,027, or approximately $6.68 a 
share. 

All of the oil and gas operations on 
company lands are conducted by lessees 
under lease agreements which give them 
exclusive rights to produce oil and other 
hydrocarbon substances, and require 
them, in turn, to explore and develop the 
lands in a proper manner at no cost to 


the company. Under each lease the com- 
pany receives royalties. 

During the past several years, royalty 
income from oil and gas operations has 
represented over 80 per cent of net in- 
come before taxes, and in 1947 the rate 
was approximately 85 per cent. 

The company and its subsidiaries at 
December 31, 1947, had current assets 
of approximately $19,328,000. Current 
liabilities were approximately $4,723,000, 
consisting almost éntirely of tax accruals. 

The company has outstanding only one 
class of stock, consisting of 2,000,000 
shares of the par value of $5 each. 
There are no mortgages, debentures, notes 
or other funded obligations. The oil de- 
posits have not been appraised and do 
not appear on the company’s books. 





Illinois Power Company 
1,916,805 Shares 


Common Stock, No Par 


Ticker Symbol: IOW 











HE company provides electric service 

to a population of approximately 
720,000 and gas service to a population 
of approximately 500,000 in North-Cen- 
tral, Central, and South-Central Illinois. 
The basic economy of much of the terri- 
tory served is agricultural. The more 
important agricultural activities in the 
territory are the raising of corn, soybeans, 
wheat and livestock. Industria! activity in 
Illinois River Valley and in many of the 
larger communities served includes the 
milling of agricultural products, coal min- 
ing, manufacture of cement, oil produc- 
tion and refining, steel and iron foundries 
and metal working plants and the manu- 
facture of railroad cars. 

Of total revenues during 1947, electric 
revenues were 80 per cent, gas revenues 
were 1714 per cent and steam heating, 
water and ice revenues were 21% per cent. 
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Residential service produces 45 per cent of 
the aggregate electric and gas revenues, 
commercial service 25 per cent and indus- 
trial service 23 per cent; the balance is re- 
ceived from other sources including other 
utilities and street lighting. 

For many years Illinois Power pur- 
chased approximately 90 per cent of the 
electric energy sold. However, in Septem- 
ber, 1947, the first section of a new gener- 
ating station (80,000 kilowatts rated ca- 
pacity) located at Havana, IIL, 
placed in commercial operation. 
that date, the company has been produc- 
ing approximately 30 per cent of the 
energy sold. Additions to the Havana sta- 
tion now in progress will add 40,000 Kw 
of capacity during 1948 and an additional 
80,000 Kw of capacity during 1949 and 
1950. In the fall of 1947, 
was started on a new power station near 
Wood River, Ill, in which two gener- 
ating units of 40,000 Kw rated capacity 
each are scheduled for commercial opera- 
tion by December 1, 1949, and a third unit 
of like capacity is expected to start operat- 
ing by December 1, 1950. Upon comple- 
tion of these facilities, the company will 
produce practically all of its 
energy requirements. 


was 
Since 


construction 


electric 


Gas Demand Exceeds Capacity 


Natural gas, purchased from three pipe- 
line companies, is distributed in most of 
the territory served with gas. During re- 
cent years the demand for gas has been 
beyond the capacity of the transmission 
facilities of the supplying companies, 
making necessary certain restrictions on 
furnishing service to new space heating, 
industrial and large commercial custom- 
and in during the 
winter season, curtailment of service to in- 


ers some instances, 


dustrial gas customers. 
supplied in Mt. Vernon and Centrelia. 

North American Light & Power Com- 
pany owns 513,034 shares of the common 
stock, the remainder being held by ap- 
proximately 15,300 stockholders. Pur- 
suant to the terms of settlement, in 1947, 
of certain claims and counterclaims be- 
tween Illinois Power and North American 
Light & Power Company and The North 
American Company (which settlement was 
approved by Illinois Commerce Commis- 
sion, Securities and Exchange Commis- 
sion and The United States Court for the 
District of Delaware), North American 
Light & Power Company has agreed to 
divest itself of all securities of the com- 
pany, and The North American Company 
will likewise dispose of all of its holdings 
of Illinois Power's securities including 
any which it may receive upon liquida- 
tion of North American Light & Power 
Company. 


Propane gas is 


Status of Divestment Plan 

Plans for liquidation of North Ameri- 
can Light & Power Company, which have 
been approved by the Securities and Ex- 
change Commission and the United States 
District Court for the District of Dela- 
ware, include a provision that the holder 
of each share of its common stock other 
than The North American Company will 
receive three-tenths of one share of com- 
mon stock of Illinois Power or, in lieu 
thereof, the sum of $7.50 in cash. The 
maximum number of shares of common 
stock of Illinois Power distributable un- 
der this plan is 288,298. However, certain 
common stockholders of North American 
Light & Power Company have appealed 
the decision of the District Court and the 
matter is still pending. 


Illinois Power is currently adding 40,000 Kw of new capacity to its Havana, Ill., station 











The Solvay American 
Corporation 


200,000 Shares 





4% Cumulative Preferred Stock, 
$100 Par 
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Ticker Symbol: SYA Pr 
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HE Solvay American Corporation, 

closed-end investment company regis 
tered under the Investment Company A¢ 
of 1940, was formed on October 7, 194), 
to take over the major part of the Unite 
States investments of its parent, Nort 
American Solvay, Inc. The company « 
tually commenced business on April 12 
1948, when its parent transferred to it 
in exchange for all its outstanding com 
mon stock, 61,086 shares of comma 
stock of Libbey-Owens-Ford Glass Com 
pany and voting trust certificates fi 
274,000 shares of common stock of Allie 
Chemical & Dye Corporation. 

Solvay then sold publicly, through a 
underwriting group, 200,000 shares of it 
1 per cent cumulative preferred stock 
The preferred stock, in addition to normd 
redemption provisions, may for a periol 
of 20 years be surrendered at the optia 
of the holder for shares of Allied Chemie 
& Dye Corporation common stock, in t 
ratio of 46/100ths of a share of Alliel 
for each share of the preferred. 

Of the proceeds of the preferred sto 
financing, $12,750,000 was used to pu 
chase 297,897 shares of the Class A sto 
of Wyandotte Chemicals Corporation, aw 
the major part of the balance is ea 
marked for additional investments | 
Wyandotte of from $4,000,000 to $ $5,759 
000 over the next three years. The init 
investment of Solvay in Wyandotte repr 
sents approximately a 20 per cent interés 
in the latter, and the additional inves 
ments mentioned above are calculated # 
increase the Solvay interest to a maxim 
of 24.99 per cent. The Wyandotte Comifs ,, up 
pany, although one of the leading Ame... , , 
ican manufacturers of alkalies, has nevé hes’ tre 
been a publicly owned corporation. Rutter of 

The investment policy of Solvay is et cho, 
maintain at least 50 per cent of its invel 


rilliant 
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(Continued on page 12) 
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HAT is there different about the 
March-April upturn of the stock 
market from the two rallies which pre- 
ceded it—in February and July of last 
year? 

’ For one thing, the news environment 
appears to have a broader base. Last 
year’s February rally, in retrospect, was 
mainly a technical rebound from the ex- 
ceedingly depressed prices of autumn, 
1946, when the market made a low that 
has not since been penetrated. The second 
recovery in 1947, which culminated in 
July, was negotiated principally on the 
improving prospects of domestic business. 
The pace of industry slowed momentarily 
in spring, 1947, it will be remembered, 
and it was only when business indexes 
turned upward again that the market 
found courage for a new rally. The 
transient nature of both of these market 
intervals is shown in statistics appearing 
further on in this article. 

Now brokers are able to point to a 
triumvirate of factors supporting the mar- 
et—the outcome of the Italian election, 
e European Recovery Program, domes- 
ic preparedness plans. At the same time 
nancial observers are leaning less 
eavily in their outlook toward the mar- 
et upon the effects of reduced income 
axes. Apparently they feel the tax cuts 
lo not go deep enough to bring about any 
arge-scale reshaping of investment plans; 
e benefits are likely to be somewhat less 
angible, mainly in the realm of increasing 
nvestor confidence. 

Not to be forgotten, in scanning the 
lew influences surrounding the market, 
re the substantial rates of earnings which 
majority of concerns have carried over 
nto the first 1948 quarter. As a security 
nalyst of one New York Stock Exchange 
ember firm has put it: “A resumption 
fthe uptrend of securities prices does not 
ave to wait upon signs of a rising earn- 
ngs’ trend. In this case it is simply a 
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For a second point of difference, one 





Klements Shaping 
The Market's Trend 


By THOMAS BALMER 


needs only to inspect the records of trad- 
ing volume and price changes. During all 
of 1947 there were exactly 101 trading 
days on which the Dow-Jones industrial 
average closed at 180 or higher. These 
101 days produced a reported turnover of 
104,069,000 shares. 

Yet this year in less than a month, 
from April 15 through May 11, including 
23 consecutive trading days on which the 
Dow-Jones industrials closed at 180 or 
higher, a total of 33,000,000 shares were 
turned over. 

Continuing to use the 180 level as an 
indicator, the current upturn already has 
outlasted the rallies of February and July, 
1947. Both in the rate of share turnover 
and time duration the new upturn has 
proved more potent than its predecessors. 


Other Signs of Market’s Trend 


There are other signs that the market 
on the present occasion was more ready 
for some degree of recovery—perhaps 
more so than at any time in 1947. As 
Oliver J. Gingold wrote in the April issue 
of THE Excuance: “The long drawn-out 
period of selling (thinking back to May, 
1946) finally reached the irreducible min- 
imum—the point at which daily buying 
was sufficient to absorb most offerings. 
Thus, for months past, the market had 
been at an impasse. .. . All it needed in 
this situation was a modicum of construc- 
tive news to bring about a hasty retreat 
of the bears.” 

Now that some differences have been 
examined, what are some points of simi- 
larity? The present market rise is being 
fought, just as were the two rallies in 
1947. The total short interest in stocks 
listed on the New York Stock Exchange 
increased last year between January and 
February; it rose again from May to July. 
In the recent upturn the total short inter- 
est increased by 132,544 shares, from 
1,154,475 in mid-Mareh to 1,287,019 
shares in mid-April. This is the highest it 
has been since last September. Apparently 
the bears are undismayed, as they con- 
tinue in an attitude which has benefited 





them on several occasions in the past. 
Market followers currently are preoc- 
cupied with the Dow theory, just as they 
were during the two 1947 rallies. If the 
industrial average should surmount its 
high of last summer, then thoughts would 
turn to the prospect of a renewed bull 
market. If it does not, the recent move- 
ment would be classified as a second- 
ary rally in a primary bear market. 
Another characteristic which the cur- 
rent market shares with the past is the 
highly selective manner in which differ- 
ent industrial groups enter into any rise. 
This is easy to understand. In 1947 the 
apparent task of the market was to adjust 
from war-time to peace-time prospects. 
Favored groups in the midsummer rally 
were shares in the paper, textile, retail 
merchandising and building materials’ in- 
dustries. Now the prospect of at least 
partial rearmament confronts the market 
once again. Petroleum stocks and the rails 


have been by far the stand-out perform- 
ers. Petroleum shares recently estab- 
lished an all-time high in a little bull mar- 
ket all their own. Early in April the rails 
entered new high ground since August, 
1946. Aircraft manufacturing shares also 
have increased trading activity, 
accompanied by considerable enhance- 
ment of price. 

The trend of the market recalls a state- 
ment made in the January issue of THE 
EXCHANGE in a survey of security an- 
alysts’ opinion regarding the forthcoming 
year: “One fact stands out as a general 
expectation in brokerage house forecasts 
for 1948. It is that price movements of 
securities will become more selective, 
rather than less so. The research analysts 
of member firms are saying, in effect, that 
what you buy will be more important 
than when you buy.” 

By percentage gain, the industries 
which shared to the greatest extent in re- 


seen 


cent rising securities market dealings are; 


MarRKET VALUE OF LISTED STOCKs 
(In Millions of Dollars) 


As of As of Per 
Feb. 28, Apr. 30, Cent 
1948 1948 i 
Aircraft Mfg. ....$ 415 $ 511 239 
Petroleum . 8,618 10,447 212 
Sas ee eerneearas 1,825 2,170 189 
Amusement . ante a 706 182 
WS oc teat c me 1,082 1,259 164 


The presence of extreme selectivity jin 
stock price movements suggests its own 
limitation on a wide market advance. If 
strength is not extended to a majority of 
stock groups, how far can the upward 
momentum carry? 

A large part of the answer is to he 
found in the extent to which new Gov. 
ernment spending bolsters trade and add 
fuel to the inflation—while keeping in 
mind that the day-to-day securities mar. 
ket has proved highly sensitive to world 
news and political developments. 





Who Holds Stocks ? 


(Continued from page 7) 


has been the “forgotten man” in our 
economy, and that something ought to be 
done about it. 

A noted economist, a professor at one 
of our leading universities, recently re- 
marked that if the government had pro- 
ceeded with the objective of making com- 
mon stock ownership unattractive to in- 
vestors, it hardly could have succeeded 
any better than it has through the enact- 
ment of the present system of taxation. 
The tax disadvantage of owning common 
stocks, which increases as one’s tax brac- 
ket rises, is one of the main reasons why 
in this inflation stocks have advanced less 
than goods, commodities, services and 
real estate. 


The Case for Stockholders 


At the bar of public opinion and in 
the legislative halls of the nation, the 
stockholder has a strong case for better 
treatment. In such a large and compli- 
cated economy, business inevitably must 
be conducted through immense organiza- 
tions rather than by smaller companies, 
partnerships and individuals. If existing 
corporations are to expand and new 
ventures are to be organized, an eager 
demand for equities is necessary. Other- 
wise a free economy like ours cannot be 
dynamic. A free economy does most for 
all when there is an adequate supply of 
entrepreneurial capital, the kind of money 
which goes into common stocks. The only 
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way to get enough of this kind of money 
is to make investments in stocks attrac- 
tive. 

The statesmen and political personali- 
ties of this country never have had it 
dinned into their ears that the “proper- 
tied class” in America exceeds in number 
and influence the unpropertied proletar- 
iat. The people who own property and 
who want to own property are anxious to 
protect property rights—and they have 
the most votes, 

These 16 million stockholders have in- 
terests to protect and they should be more 
alive to the possibilities of concerted ac- 
tion. There is a big educational job to be 
done. The leadership of stockholders re- 
quires better statesmanship and more 
intensive application by stronger per- 
sonalities. 





Solvay American Corp. 
(Continued from page 10) 


It is also 
stated to be Solvay’s intention “to con- 


rubber and related industries. 


centrate the major part of its investments 
in relatively substantial holdings in a 
limited number of domestic companies.” 

North American Solvay, Inc., parent 
of The Solvay American Corporation, is 
beneficially owned by Solvay & Cie., of 
Brussels, a Belgian company. The latter 
has been engaged in the chemical business 
in Europe for many years, having been 
founded in 1863 by Ernest Solvay, : in- 
ventor of the now widely used “Solvay” 
process for the manufacture of soda ash. 


Non-Ferrous Metals 


(Continued from page 2) 


All Commodities which stands currently 
at 63 per cent above the average for 1926, 
The average price of zinc in 1926 was 
7.337 cents. Therefore, at current levels, 
the rise in zinc prices is not out of line 
with the advance which has occurred in 
commodities in general. 

The close relationship of copper, lead 
and zinc to the cyclical movements of in- 
dustrial activity in general is a determin- 
ing factor in the future of these metals. In 
a period of great scarcity and active de 
mand the inclination is to attribute 
permanence to factors which may prove 
to be temporary in nature. The future of 
these metals, therefore, is contingent on 
the trend of general business. The outlook 
now is good. In the long run some read- 
justment will doubtless be reflected in 
lower volume of production, consumption 
and prices. 





Statistical and other factual infor- 
mation regarding any securities re 
ferred to in THE ExcHANGE has been 
obtained from sources deemed to be 
reliable but THE EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu 
lar securities is intended to be or 
should be considered as in any way @ 
recommendation for the purchase, sale 
or retention of any such securities. 
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TOPEKA, 


KAN. 


Contents of THE ExcHANGE help me, and 
no doubt other readers too, to keep from 
becoming “an unsettled investor” from 
month.to month. This, if I can explain, 
comes from your publishing facts about 
earnings of Stock Exchange listed com- 
panies, dividend records and non-extrava- 
gant comment. By reading the magazine 
carefully, I find it possible to level off much 
too depressing or too cheerful discussions 
of stocks that reach me from one source 
or another. Thus, I reasoned during the first 
three months of this year, when stocks were 
discouraging, that sooner or later the good 
earnings and fair-enough dividends reported 
in THe ExcHANGE would help bring a 
change for the better, and kept such stocks 
as I had intact. Keep up the good work! 


D. P. 


RALEIGH, N. C. 


... It is popular economics, setting a 
kind of high-brow aura to conversation to 
argue gravely that stocks or other forms of 
property supply a hedge against inflation. 
That is, to convert dollars into property be- 
cause the buying power of the dollar may 
fall lower sounds erudite when the matter is 
discussed. But is it? Granted that money is 
not, strictly speaking, property, being a me- 
dium of exchange, it seems to me that the 
hedging idea has flaws in this country. 
Money’s buying power passes through ex- 
tensive cycles. I can recall the 1890s when 
the dollar was “dear,” meaning that it would 
buy a great deal of food, clothing, etc. But 
back in the 1860s—not so far beyond the 
nineties—the dollar was “cheap” and prices 
were high. In the early 1900s, money was 
fairly “cheap” again, and also in the later 
1920s; only to turn dearer in the 1930s when 
more goods and materials were available 
than a period of poor business and much 
unemployment could absorb. 





A money-purchasing-power chart would 
be as interesting as a stock market chart, 
with hills and valleys abundant over, say, 
50 years. The dollar is “cheap” now, more 
money being necessary to buy necessities 
than was the case no longer than five years 
ago. But in another 10 years? The dollar 
may be much dearer—buying far more 
goods. The point I am laboriously getting 
to is this: attention could well be paid to 
investing money in dollars—saving money, 
that is—against the day when a profit will 
arrive in the shape of enlarged buying 
power. This, I trust, will not be considered 
as an argument against buying equities or 
other corporate securities, for the average 
person buys them for cash income. The 
theory could be made use of in urging the 
purchase of Government savings bonds at a 
discount. 


S. D. L. 


VALLEY CITY, N. D. 


I am enclosing a dividend check of $1 to 
renew my subscription for one year to 
THe Excuance. I feel in so doing I will 
have a dividend every month. 


W. R. S. 


LANCASTER, PA. 


. . . Don’t we have to become resigned to 
a lot of shortages for some years to come? 
Traders in stocks are, in my estimation, pay- 
ing considerable attention to this proba- 
bility. We can reason that output in com- 
mon necessities, such as clothing, washing 
machines, refrigerators, etc., will, pretty 
soon, equal and probably exceed demand. 
But what about the “heavy stuff” like cop- 
per, lead, iron, lumber, petroleum and 
leather? Remember, the American popula- 
tion is a dozen millions or more larger than 
in 1940; population has increased every- 
where in the the world. 


R. W. McG. 


Letters to the editor in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


MONTCLAIR, N. J. 


Issue might be taken, I think, with Mr. 
Gingold’s easy writing off of income tax 
reductions as an influence upon the stock 
market. Didn’t the price improvement gather 
momentum as soon as it became clear in 
Washington news that the bill would be 
passed over a veto? In fact, the assurance 
of more income to be retained rivaled the 
Italian election, in my opinion, as a bullish 
point, as the coming eclipse of the Com- 
munist threat over there received notice in 
correspondents’ cables about the time of 
the tax bill enactment. Considerable new 
money (saved-tax-money) is probably com- 
ing into the market, but, more important, 
money which had been held on to as a cau- 
tionary measure while taxes were at the old 
level became loosened up. A relaxed state 
of sentiment can have a bearing upon the 
course of securities as well as cash money. 
Oftentimes psychological factors are the most 
apparent element in market dealings. 


L. H. S. 


LEXINGTON, KY. 


Without trying to guess the trend of stocks 
for the next couple of months, still it may 
be said that the course followed since mid- 
March has a familiar bullish pattern. Buy- 
ing interest has proceeded into individual 
groups, such as the oils and base metals, 
edging over into the rails and paying some 
attention to public utilities. Of these, only 
the utilities might be said to be behind the 
general market when dealings turned ac- 
tive. A test of market virility, whether 
merely a flash or of longer duration, should 
come in the addition of new groups to those 
getting trading notice . . . or in the peter- 
ing out of interest in the categories re- 
ceiving early attention, without the uncover- 
ing of substitute groups bearing seeds of 
growth. 


F. Y. G. 
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for bankers, brokers 


and businessmen 
influential in their 


On April 15th, the Savings Bonds Division 
of the Treasury launched a new campaign 
—THE SECURITY DRIVE. 


This campaign differs sharply from War Loan 
drives. It will NOT increase the national debt. 
Rather, the funds will be used to retire bonds 
now held in the banking system—thus help- 
ing to cut down the money supply. 


WHAT’S BEHIND THIS DRIVE? 


Every dollar the public invests in Savings 
Bonds is a dollar less of “loose money’. As 
such, it will help materially to curb inflationary 
tendencies. 


SAVINGS BONDS FOR SECURITY 


The slogan for this campaign is “AMERICA’S 
SECURITY IS YouR SECuURITY’’. As a business- 
man, you will appreciate how important it is 
to the average man to insure his security by 
regular savings. You know it makes him a 
better credit risk, a better customer. 

You will also understand that community 
security, and national security, are nothing 
more than the sum total of individual financial 
stability. 


YOUR PART IN THE SECURITY DRIVE 


This new drive will be backed by almost every 
known advertising and publicity media. But 
the best selling technique is “‘word of mouth” 
—particularly when it comes from men like 
yourself, who hold positions of leadership in 
their communities. 

Your government urgently needs your sup- 
port in making the reasons for this drive un- 
derstandable to the public. 

You will render yourself a service as a busi- 
nessman. You will render your friends, em- 
ployees and neighbors a service by urging that 
they provide for their future security. And you 
will render your country a service of para- 
mount importance at the vital community level 
where your influence is most effective. 


AMERICA’S SECURITY IS YOUR SECURITY 


This is a public service contribution of 


New York Stock Exchange 


in cooperation with the Treasury Department 
and The American Bankers Association 
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